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January 15, 2020

TO: Representative Sondy Pope
Room 118 North, State Capitol

FROM: Russ Kava, Fiscal Analyst

SUBJECT: General School Aid Eligibility and Choice and Charter Reductions

At your request, I am providing information on general school aid eligibility for school
districts and the reductions made to aid eligibility related to choice and charter programs.

Background

The general scheol aids appropriation funds equalization, integration, and special adjustment
aid. (High poverty aid, which is also a form of general aid, is funded from a separate appropriation.)
Almost all of the funding in the appropriation is distributed through the equalization aid formula.
Payments to school districts from the general aid appropriation are also affected by the statutory
funding provisions for other K-12 programs, such as the private school choice programs, the
independent charter school program, and the special needs scholarship program. While the specific
details of the funding for these programs differ to some degree, there are two general methods by
which they are funded.

One method is used to fund the Milwaukee private school choice program and the independent
charter school program as it relates to entities that were allowed to authorize schools prior to 2015
Act 55, Under this method, the district of residence does not count pupils participating in the program
for revenue limit and general aid purposes. The general aid payment for either the district of
residence (Milwaukee private school choice program) or for all districts statewide (independent
charter school program for pre-2015 authorizers) is reduced by a specified amount related to the cost
of payments under the program. Statutes do not specify any unique treatment of these aid reductions
for other purposes. As a result, districts are able to levy to make up for, or backfill, these aid
reductions under revenue limits.

The other method is used to fund the Racine and statewide private school choice programs
for incoming pupils, the special needs scholarship program, and the independent charter school
program as it relates to entities that were allowed to authorize schools under 2015 Act 55 or 2017
Act 59. Under this method, the district of residence for pupils participating in the program is able to




count those pupils for revenue limit purposes (independent charter school program for post-2015
authorizers) or receive a nonrecurring revenue limit adjustment for those pupils (incoming pupils
under the Racine and statewide school choice programs and all pupils in the special needs scholarship
program). The district of residence counts these pupils for general aid purposes. The general aid
payment for the district of residence is reduced by a specified amount related to the cost of payments
under the program. Statutes specify that these aid reductions do not affect the amount determined to
be received by the district as general aid for any other purpose. As a result, the district is not able to
levy property taxes to backfil] these aid reductions under revenue limits.

2019-20 Aid Reductions

Independent Charter School Program. DPI pays the operators of independent charter schools
a statutorily-determined per pupil amount ecach year ($8,911 in 2019-20). By law, the cost of
payments for pupils attending schools chartered by pre-2015 authorizers (the City of Milwaukee,
UW-Milwaukee, and UW-Parkside) is offset by a proportional reduction in the general aid for which
each district 1s eligible by an amount totaling the estimated payments for these pupils. Based on the
October 15, 2019, general school aids estimate, in 2019-20, general aid statewide was reduced by a
total of $75.4 million for these charters. Each district's general aid was reduced proportionately by
1.6% to generate the total statewide amount of $75.4 million. Under revenue limits, school districts
may levy property taxes to make vp for the amount of revenue lost due to these aid reductions.

A pupil attending a school chartered by a post-2015 authorizer (the Office of Educational
Opportunity in the UW System) is counted by their district of residence for revenue limit and general
aid purposes. DPI is required to reduce a district's general aid payment in an amount equal to the
total of the payments made for pupils attending these schools and residing in the district. A district
may not levy to backfill that aid reduction. In 2019-20, the aid reductions for these charters totaled
an estimated $2.7 million.

Private School Choice Programs. Under the private school choice programs, the state pays a
statutorily-determined per pupil amount for children from eligible families to attend participating
private schools. The payment for 2019-20 is $8,046 for a pupil in grades K-8 and $8,692 for a pupil
in grades 9-12.

For the Milwaukee program, DPI was required by law to reduce the general aid for which
MPS was eligible in 2019-20 by a net amount of 16.0% of the estimated total cost of the Milwaukee
program, after consideration of aid that is paid to the City of Milwaukee to reduce the levy if raises
on behalf of MPS. (Under the provisions of 2013 Act 20, this percentage will be reduced by 3.2
percentage points each year, until no aid reduction is made beginning in 2024-25.) The October 15,
2019, general aid calculation used an estimate of $230.1 million for the total cost of the Milwaukee
program in 2019-20. Thus, MPS's general aid was reduced by a total of $36.8 million. Under revenue
limits, MPS can levy to make up for the aid reduction, less any high poverty aid received by MPS.

For the Racine and statewide private school choice programs, payments for pupils who first
participated in the programs in the 2014-15 school year-or earlier {defined in statute as continuing
pupils) are fully funded from the state general fund. The cost of payments for pupils who first
participated in the 2015-16 school year or later (defined in statute as incoming pupils) is offset by a
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reduction in the state aid that would otherwise be paid to the school district of residence of
participating pupils. School districts count incoming choice pupils for general aids on a prior year
basis, and receive a revenue limit adjustment for each pupil in the current year. The revenue limit
adjustment is equal to the amount of the aid reduction. Other than the revenue limit adjustment,
districts cannot levy to make up for these aid reductions. In 2019-20, the state aid reduction for
incoming pupils totaled approximately $95.5 million ($22.3 million for the Racine program and
$73.2 million for the statewide program).

Special Needs Scholarship Program. Under the special needs scholarship program, a
statutorily-determined per pupil amount ($12,723 in 2019-20) is paid to private schools on behalf of
most participating special needs pupils, The cost of payments under the program is offset by a
reduction in the state aid that would otherwise be paid to the school district of residence of
participating pupils. Districts count pupils in the program for general aids on a prior year basis, and
receive a revenue limit adjustment for each pupil in the current year equal to the aid reduction. Other
than the revenue limit adjustment, districts cannot levy to make up for these aid reductions. In 2019-
20, aid reductions for the special needs scholarship program totaled an estimated $13.0 million.

Attachment

The attachment provides information on the general aid and choice and charter reductions for
each district for 2019-20. The first column of numbers in attachment shows the general school aid
eligibility for each district under the applicable statutory formulas, prior to any aid reductions. The
next two columns show the reductions for the independent charter program for pre-2015 authorizers
and the Milwaukee choice program, both of which districts can levy to replace. The fourth column
shows the general school aid certification based on the October 15 distribution prepared by DPIL,
which is the figure that districts use to set their levies under revenue limits. The fifth, sixth, and
seventh columns show the reductions for the independent charter program for post-2015 authorizers,
the Racine and statewide choice programs, and the special needs scholarship program, which
districts cannot replace through the levy. The final column of figures shows each district's general
aid net of all of the reductions shown in the attachment. A district with a ne gative number shown in
that column would have its categorical aid, if any, reduced by that amount.

Caution should be exercised in the use of the aid reduction information on the attachment. On
one hand, some would suggest that the statewide property tax in 2019-20 was higher by the indicated
amounts because of each of the programs. If all districts would have levied up to the maximum
amount, the aid reductions on the attachment and the amount of the levy to replace the aid reduction
for each program would be the same. The counter to this is that, without each of the programs, some
unknown number of these pupils would have enrolled in traditional public schools and the effect on
the statewide property tax levy could have been higher than the amounts shown on the attachment.
In addition, for those programs for which districts cannot levy to backfill the aid reduction, school
districts include those pupils in their aid membership and the aid reduction enters into their shared
costs. These factors also affect their net aid and property tax levy.

[ hope this information is helpful. Please contact me if vou have further questions.

Attachment
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